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On March 27, Peru's Energy and Mines Minister Abel Salinas informed the congressional
permanent commission that despite criticisms from the opposition, the government intends to
proceed with plans to finalize a contract on Aug. 31 between Shell Oil and the state-owned oil
conglomerate, Petroperu. The contract would give Shell rights to exploit a large natural gas deposit
in Cusco department. A preliminary agreement with Shell earlier this year generated vociferous
criticism from the political opposition, led by the Izquierda Unida (IU) party. Cusco politicians,
including members of the ruling APRA party, also publicly criticized the government's plans. The IU
is opposed to the exploitation of Camisea river area deposits by foreign companies. Cusco politicians
object because under the contract Shell proposes the construction of a gas pipeline to the coast,
instead of promoting gas exploitation and distribution in the region. According to Salinas, Peru
is confronting an "imminent petroleum deficit." The contract with Shell, he said, will lead to the
immediate development and exploitation of gas reserves discovered by that company in Cusco.
These reserves, he added, are equivalent in energy production to more than 2 billion barrels of
oil. Next, the minister emphasized that exploitation of the Camisea deposits will require a total
investment of about $1.3 billion. The government, he said, simply does not have large amounts of
capital for investment available at present. Salinas stated that the contract with Shell permits the
company to develop and distribute natural gas in the Camisea area for a 40-year period. Next, under
the contract, Shell would undertake exploration activities for six years. Direct control over half of
certain gas fields explored during that period would be turned over to Petroperu. The minister said
initial investment in the Camisea natural gas development program is estimated at $700 million.
Output from the operation is expected in mid-1993. The program includes, said Salinas, construction
of a gas pipeline and an oil pipeline to the coast, refineries, and gas-powered electricity generating
stations; substitution of petroleum with natural gas in industry; and, the eventual development of
petrochemical projects. (Basic data from Excelsior, 03/28/88)
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